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Introduction

I n t

h@ondmwhes Financial CH.OR.CESORplo nsforel & y(

Representative Jeb Hensarling, chair mabilolf the F

wa s

r ebpyo rttheed Hous e Commi t b eDee coemm bk irkh (ine ti 'd 1Slex vic

Congres modifiecedHOkC Ewiaksantt a fo dtulctee dF iammanci al CHOI CE
of 2HW.IR, (HP@A Apr i Il t2 6p as2sOeld7 .t he Hbohse oapdmme 8§,

describespashser FtChAS oanlsg.lSTehses Congressional Budget Of
that a similar versiondeoffi chifte $BB81 b wolhdl donedwee
years .

Selected provisions of the Financial CHOICE Act were includedarFY2018 Financial Services and General
Government Appropriations ActH.R. 3280, which was reported by thélouse Appropriations Committee on
July 18, 2017 or more information, sedppendix B . H.R. 3280was then combinedvith other appropriation
bills inH.R. 3354 which passed the House on Septembdr 2017

The Financial CHOICE Act and FY2018 Appropriations

The F€Aar angeng pil2apasdals wihtahk would alter many gt
regulatory system. Many of the provisions can be
financial firms, investors, or borrowers. Ot her

architeathgeethe cthlationship between financial

For

backgr ounTda bdlheds t € f £ h € n £ eudl eartaolr sf iannadn ctihaeli rr egge 1

responsibilities.

Table 1.Overview of Federal Financial Regulators Discussed in this Report

Name/Acronym Composition/General Responsibilities
Regulator

Commodity Futures Trading Commission (CFTC) Regulation of derivatives markets

Consumer Financial Protection Bureau (CFPB) Regulation of financial products for consumer
protection

Federal Deposit Insurance Corporation (FDIC) Provision of deposit insurance, regulation of banks,
receiver for failindpanks

Federal Housing Finance Agency (FHFA) Regulation of housingovernment sponsored
enterprises

Federal Reserve Systgifed} Monetary policy; regulation of b&s, systemically

important financial institutions, and the payment systt

National Credit Union Administration (NCUA) Provision of deposit insurance, regulation of credit

unions, receiver for failing credit unions

1 A major difference betwee.R. 10as reported by the Financial Services Committee and the version that passed the
House is that the reported version included a repeal of the Durbin Amendment and the vergassétathe House

did not. The Durbin Amendment caps interchange fees on debit transactions for banks with over $10 billion in assets.
For more information, se8RS Report R4191Regulation of Debiinterchange Feesy Darryl E. Getter

2 Congressional Budget Offic€, 0 s t Estimate for the 1Maunesbg20l7tas Amendment t o |
https://www.cbo.gowysteniles/115thcongres2017%-2018tostestimatéd.R. 10managers.pdfOf the $83.6hillion

reduction in deficitsCBO attributes $14.5 billion to the repeal of the Orderly Liquidation Authority &8cb$illion

to a reduction in direct spending by moving certain agencies to appropriations, which would be offset by discretionary

spendingon those agencies in future appropriations acts. These two changes are discussed in more detail in the sections

below entitled‘Resolving a Failing TBTF Firm aRir e ve nt i n’g” “ Bmptbdridtion s respectively.

Congressional Research Service R44839 - VERSION - UPDATED 1
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Name/Acronym Composition/General Responsibilities
Office of the Comptroller of the Curreny (OCC) Regulation of banks
Securities and Exchange Commission (SEC) Regulation of securities markets

OtherFederal Financial Entities

Financial Stability Oversight Council (FSOC) Council of financial regulators and state and industry
representativegccountable for financial stability

Office of Financial Research (OFR) Provides research support to FSOC

Source: Table compiled by the Congressional Research Service (CRS).

Notes: The Financial CHOICE Act of 201 FCA) would replacethe CFPBwith the newly created Consumer
Law Enforcement AgengZLEA. For more information on the roles, duties, and responsibilities of the federal
financial regulators, s€8RS Report R44918Vho Regulates Whom? An @aeref the U.S. Financial Regulatory
Frameworkby Marc Labonte

a. The Federal Reserve System is composed of the Board of Governors and 12 regional Federal Reserve
banks. Unless otherwise noted, provisions of the FCA involving the Fed affect the Bdaodarors.

Many parts of the FCA woul d rFerpaenakl Warl la nBetnrde eptr oRw
and Consumer PrBhtenk’nAbtrpad pBedkdge of regulator
legislation pass8dd 9f flilnewmicntg lattheedi 20GhGe7 d hatgeisti ¢ h
financial regulatory Appemrdin xBAaaesi dantl eBrsumpl 90 Os
the -Poddlk oAdbites ma™mtnlde dCChai rman Hensarling has c¢hart
“work(ing) with the presiFdamtk tid hemdnemmd it gp lomc &

House Financial Ser vice §d iGomamittlteese csitmtctieada kt dhsaatf et
in th¥rbPDaltdWall Street Re f or m alhrda nCko)n,s utmeer I1Parw tte
was put in place to protect the AmeFnamlk economy
improves accountability i1insuther £, niamwd satlorssy,s tamd
economy from abusi YAl WhbdgPtmetthprprfioadesons of

on patrhtes -Fbofddk Act, ot hefsst amodu lndg aodd rmeosrse lroemcge nt

This report highl ilgshtisne mahjeom agh Iptialne eicbid d Sa
Congrebwt 1t 1s not a comprehensive summary of t
proposals in the form of background and policy d
contact Al t otpAftpe ndiCx C

Regulatory Relief

As financial regulatotsahhwndlciompleamamrtfood mtsh e sIoand

of Congress argue that the pendulnonmm KAasaswasngltop
they argue that ad-dtihtei ocnoaslt raesgsuol caitaotreyd bwirtdhe ng o v e
its 1 mpl-ehmesn tsattyimningd oow¢ dnamidc resndi bmsdtressn s umer
to credit. Ot her MembetsrehbolWwetvery sontiehndr ethhas
strengthened financial stability and increased p

3P.L. 1132203 For more information, se€8RS Report R41350,he DoddFrank Wall Street Reform and Consumer
Protection Act: Background and Summaegordinated by Baird Wehel

4Quoted in Pete Schroede “U. S. House Banki-Rga€£h aRe plRentergdpriv20i ] 3 Do dd
2017, athttp://www.reuters.comatticleisusabanksdoddfrankidUSKBN17L2VE

SHouse Financial Services Committee (minority), “House Repu
Refor m, Ha r nPregsiReleaasdune #, 2017

Congressional Research Service R44839 - VERSION - UPDATED 2
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etermining whether to provide regulatory relie
aodfef has been struck between the benefits and
rovided while maintadwnsmegmtdnrtd kdpmadyuedriist, gy o f ¢t
yaned sinvestors are protected, or would relie
enerally focusepdoondebbs fsnbdekbhé¢rbeoikrdesth
1—tbuutti ownmhsa bu kb dfeelt i wf have on consumers, 1 nve.
et stability more broadly? The answers to th
he particulars of the relief being proposed.

FCA would pr otva derwa aedg uclabttaeogkopr imeesldi s £'c ur i t i e s
participants.

The FCA would pr otvh dmwrtkhsreopouglha ttwlbpymd o ek ne Provisions
Some of the proposals are aimed at assisting con
bankgraa dl e sSome priwwi.si ons pr ovwhdeer eraesl ioetfh efrrso nt arre
supervisoMgnprwotul demodi fy or repeBtamkl Ast st e mn
wheroetahse t d osgtanding regidThasorygppt worhd wwihs ii grhst s
providing +eheéeVoltohdrnmkel ¢everage ratio.
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Many of thelsandeddr iptrioevsi sions in the FCA provide 1
facilitating capital fpemag ¢cromlrd tAdand aEgr d ‘hies oo s it
FCA mrrevisions that relax restrictions on who 1s
including venture capital investors; provisions
r of es stihoen aslesc virni t i es industry, including privat
dvisors, investment fund researchers, and credi
egulatory requirements for fiemer ghag gsewthcap
ompanies, risk retmmartt@mngea esqardurcimeing sr sf,orf inroms
on confl iacntd nrionnepraanlise,s raising funds via crowdfu
Many of these 1issuesaialr ebedioswcussed in further de

o = oo -

Leverage Ratio as an Alternattive to Cu

Il EEOT UOUOE
With more than 500 banks'sfachignpebhengenpnudeaiian

has been a mangioxi sgofailnowrfcipwlstreforms. Prudential
batsk activities, including assessing whether a b:
mar ket downturn, evaluating the quafladtyorosf. i ts a

One of the main areas of focus 1is bank capital a

Capital is the differ éncaes sheettsweaennd tihtes vailauei loift ia
of asbabklity tForatktsxémiplkande has $aln0dd $wWoO0r tohf o f a
liabilities, then the bank has capital of §$10. I
the bank still has $90 in liabilities, then the
capital, which would decrease from $10 to $5

6 This section was authored by David Perkins.
7 For more on bank failures, sS€KRS In FocusA10055,Bank Failures and the FDIy Raj Gnanarajah

Congressional Research Service R44839 - VERSION - UPDATED 3
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Capital requirements are statsdecdads.tBankatanoceo
satisfy several different capital ratios, but
ratand ( 2weiaghtiesdk a s steot sraattiisof.y Ftahiel urreequired r at
regulators taking corrective action against a
Under a leverage ratio, all assets regardless
cal cul avtiedd nbgy chipi tal by assets. A 10% leverage
capital for every $wkeld®hdfedasasstet. rdnrtdeor, @ arcihs
weight to account for the fact tthlhnant ostdhmer sa s sRei
assets receive a higher risk weightd, swhbehbee
able to aHwomkeltostshes.ratio requirement

Leverage Ratio and Risk -Weighted Ratio Sample Calculations

. Capital
Leverage Ratio = ———
Assets

Risk-Weighted Ratio = Gl
(Risk Weight for Asset 1)x (Asset 1)+ (Risk Weight for Asset 2) x (Asset 2)

The s petchief iccap-totfhaalt rtahtei omi ni mum levels are, what
the asset risk weights -awere whradpdsed nkkyl utdlead B as
Committee on Bank Supervision and tHKBElm implement

Basel Cod¢inemitthteeepr i masyetgleabadlors ttehred prrdident i al
provides a forum for <c¢ooper7althieco mosn bamnckinntg s
comprehensive reform proposal 1s referred to

The capibsalthat a bank must satisfy and how t
batsk size and kompdexibaynkdheare required to ho
complex’ITmanmlegard to the simplecuilrodradEemeat i o
lever a’jlearrgaet moamn kol s o ac smpplpyl evmetnlt ary leverage
3% to 6% depending on their sizé’Thed the orga
supplementary leverage retageisamobpebergpansegiyV
account -BaeldmicewtoaSf sets and exposures.

8 For more on the Basel Ill regulations, &S Report R4457®)verview of the Prudential Regubay Framework
for U.S. Banks: Basel 1l and the Dodidank Act by Darryl E. Getter

Bank for 1Int er nAbouttberBasel ComnmittgeT kitpst/mwwsbis.ordichsabout.htm

«

®The largest banks are also referred to as advanced ap
regulation to which they are subject), which are institutions with at least $250 billion in consolidated assets or on
balancesheet forgn exposures of at least $10 billion.

11 Federal Reservéinal Rule on Enhanced Regulatory Capital Standarbfsplications for Community Banking
Organizations July 2013, ahttp://www.federalreserve.gawwseventgtesshcregtommbankguide20130702.pdf

12 Federal Deposit Insurance Corporation (FDIC), Federal Reserve, and Office of the Comptroller of the Currency

(O0CC), “Regulatory Cppttudl Rebé¢sioRsgtubatheyFedegalpl ementary

Register57725, September 26, 2014.
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Some economists argue thaweifghtedi mpoibopanndta he
because the two &Ambph e iwefn tfeisnaatnhc eo tihse rt.hat riskie
hi gaxpecdted of return to compensate the investor
weighting, banks would have an incentive to hold
s ame amounnusotf bcea phietladl against riskier and safer
decide toeshafh bunesfof business that involve h
such aisf ov@idskkht ed ratios were 71 ePBlraecleydi g sao lhe Igyh ¢
on weskhted ratios could be problematic, because
be an inaccurate me¢heunededfobpéritbankskehewvssornndFor
held highlybnesked HdMBESgsadgdedfore the crisis, i n i
assets had a higher expected rate of return than
revealedwtethat mMBSs r i svkeyi gthhtasn,aihnddeibcnantkesds h ol di ng t I
sufferedtadbkbyplarge [ osses. Thus, the leverage r
ensure that 1 nowenitg hvteesd pcoaspeidt ably rraitsikos do not re
insufficient capital

Ot her s ar guwe itghhatte dt hsey‘“sreiesdkls p rc o vhapd e xiist yan e xampl e
“centr al ”Tphlea ncnoinpgpgl neexbiethyt § i t s t hose 1 argest banks
to absorb the addednttecmd]l ather y icsks twe i Blhay 1in pl:
financial ©cyr icsailsi bieearcee dproaogrdld f i nancial firms to

unexpectedly risky assets, exacerbating the down
to set thetwepghtsdeoaasheaper source of funding
fwaored by ”’wbic¢chicannke¢ad to a distortion in cred
el i minat¢weitgthe erdi skystem for those banks that agrc

higher, simpfer leverage ratio.

I'n additi oonf twoh etthhee ri sistuel s -weeitgthetre dt or ahtaivoe abnodt ha al
ratio or only a leverage ratio is the broader 1is
who argue in favor of having onl elada miinghtdmgl e wanx
other forms of prudential regulation, such as 11
guidelines, and counterparty limits. They argue
case of losses, bankessihwea Irde giwlta tbee'® Gst urheijreesrc,d ma ma g
howewventtechnad the different components of prudent ]
role in ensuring the safety and soundness of fin
t o banRInc aoptihtear] .wor ds, capital can absorb losses.
regulation, it cannot make losses less 1ikely.

13 See Chair Yellen comments during U.S. Congress, House Committee on Financial Sdoriegary Policy and the
State of the Economg14" Cong., 29sess., June 22, 2016, lattp://www.cq.comdocikcongressionaltranscripts
49151332.

14 Quotations in this paragraph from House Committee on Financial Sefiee&jnancial CHOICE AcA
Republican Proposal to Reform the Financial Regulatory Systene 23, 2016, pp. 6, 8, and 9, at
http://financialservices.house.gaploadedfiledinancial_choice_act_comprehensive_outline.pdf

15House Committee on Financial Servicése Financial CHOICE Act: A Republican Proposal to Reform the
Financial Regulatory Systerdune 23, 2016, p. 7.

16 The Government Accountability Office (GAQO) presents evidence that capital ratios alone (the method currently used
for prompt corrective action) were not as good a predictor of historical failures as measures that used a range of
indicators. Government Acaaotability Office,Bank Regulation: Modified Prompt Corrective Action Framework

Would Improve EffectivenggSAO-11-612, June 2011, &ttp://www.gao.goview.itemsd11612.pdf

Congressional Research Service R44839 - VERSION - UPDATED 5
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me of the regulations from which a bank could
nks s uewhe iagsh ttehde craipsik al ratiomnssé€tomywBashlal]l
ould receive relief under the FCA would on
billion to $700 billion, depending on the
verage ratio apmr ohEhdDwikddkdthher cexdde pptudfent i
dari omsnks with §$50armd]ldtihbenr orre gmolrat ii mn sa sbsaest
ity cons i HReergautliaotni sn g( dSiyssctuesnsiecda lilny [ mpor t an-
imiting”)Their Size
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theugh% leverage ratio is significantly more ¢
gutio eldo!l d, it is naolt tnheacne stshaeryi layr emocruer rceanptilty h c
der the current definition of the leverage 71 at
had an averaage blde Wididabg et madii toi mbalv eb al
cdhe FCA, the bill uses a slightly different
i i s however’s mafungemedirdcffrcon
hat are al riedaed yt haebmo wei tah 1Ir(0% url
iring them to hold more capit

S e ameE Sy D w500 Tw

o= o o35 O
[S)
»n
»n
[¢)]
-
»n

— o0y
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qu
banks would elect to hold the 1
sGBiOmadtied wnhaekne secuoerhi andgy tdehhee bG B Q .

r ger b atnok sb ewostulbalj ebokt% ltleos s e 1 d ke 1l ya
x pe cli.s§ Inoobnaecl logfl itiyhpped reetmagehtt b a n k s
l ection. One source of uncertain

e
e

h capital to meet the requirement
shea [ If e wghsea dbeafnikms¢ d oby the bill) cur
h
B
a

redicting whi
ncertaint
t

o
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P

u

etsi mates
thanedbmalkl a
would make t
t hat hold en
estimated th
1 0 %mo st of w are banks -wwdwml d emaskd htalne $&10e bt
a h O estimated that the banks that
r a

atks d msd.u st

result,
oughdy Ho

17 Larger and more contgx banks would have to comply with the supplemental leverage ratio (which includes off
balancesheet exposures) and credit unions and more traditional banks would have to comply with narrower definitions
of the leverage ratio.

8 The Financial CHOICE Actefines a banking organization to include an insured depository institution, an insured
credit union, a depository institution holding company, a company that is treated as a bank holding company for
purposes of Section 8 of the International Banking Aud, @ertain U.S. intermediate holding companies established by
foreign banking organizations.

19 Data from FDIC Quarterly Banking ProfileFourth Quarter, 2016, p. 9.

20 Congressional Budget Offic€ost EstimateH.R. 10 Financial CHOICE Act of 201,May 18, 2017, pp. 710,
https://www.cbo.gowystemfiles/115thcongress20172018kostestimatdir10.pdf
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Section 61Frankt Aet Dod¥Wsloc kagmo Whuwlag weh emain parts
prohibits banks f r“om¥§asysoeptrsi ateadrtyd rtor mi’deiill tagt ioofn s hi p
risky 1nveisncmnemdqg ofgumidmsg “amry reeqtuaiitnyi,n gpartner s hip,
ownership intermgheidgeofusndons 4T hper isvtaatteu teeq uciatryv
out exemptions from the rule for trading activit
participatkmitmiga®tuicthg als enttagkisinngg arnedl ahtmerdketto br oker
activities It also exempts certain securities,
government agencies, statesr,ommide tmfmy ctirpadiing.es,

~

OOPEaw(UUUI U
The Volcker Rule 1s nacdched ra fotfe rt hRa uFle dVorlaclk eRre,s efrox

foraoheari t of PreBdadmami ObReanao ve.r yVolldevk esro rpyr dBpoaasr edd
rule on the grounds that

adding furtler layers of risk to the inherent risks of essential commercial bank functions

doesn’t make sense, not when those risks arise fr
suited for other areas of the financial marketsApart from the risks inherent in the

activities, they also present virtually insolvable conflicts of interest with customer

relationships, conflicts that simply cannot be escaped by an elaborationcaflesb

Chinese walls between different divisions of an institution. The further poihtat the

three activities at issuewhich in themselves are legitimate and useful parts of our capital

marketscare in no way dependent n commercial banks?”’

Vol cker also pointed out that in tlebprckedndbyg of
taxpayers, which presents moral hazard problems.
been posed as ptgeaviebnliinnmgg e bank ¢ i €5 otharcketds with t
d e p oRTint sV.dsl cikieer w, moving thesdbaaktingi siysed eanu tr ea 1 ¢
hazard and systemic risk concermns.

Althpngbrietary trading and hedge fund sponsorsh
pose greater risks to bank solvencyitandsfimnanohia
as mortgage lending Taaddi tciomrkall bhatvi enwgdht asnafes
more likely to fail, but alternativeky, tmhoakengis
less likely to fail.hduethetti vtheeVoFcher aRygl sub
bank holding company, including nonbank subsidia

21 This section was authored by Marc Labonte.

22p L. 112203 8§619. For more information, see CRS Legal Sideirat Companies Must Comply with the Volcker
Rule? David H. Carpenter.

23 For a summary of the Volcker Rule, seel&®l Reserve, Commodity Futures Trading Commission (CFTC), FDIC,

OCC, and Securities and Exchange Commission (SEC), “Final
http://www.federalreserve.gawwseventgresshcregbcreg20131210a3. pdf
Paul Volcker, “How to RewWYorkfimganuaryl30, 80 ati al System, ”

http://www.nytimes.con201001/31/opinion/31volcker.html

25 See, for example, House Financial Services Commitwaters: DodeFrank Repeal is Truly the Wrong Chaicé&
pressreleaseJune 24, 2016, &ttp://democrats.financialservices.house.gewsfiocumentsingle.aspicument|D=
399901
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subsidiaries would be 1e
to fa

ss likely to pos
firm posesprodbdbllimg. il
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A House Financial Services Committe@ mojlartiitom r e

in search—oDf aepkeobtoeomaddress activities

crisis, and its practei falnaefcfieacdt shasbild% eany

The Vol c¢ckerprRaucltei cpaocilsdeicsthfaad d e mtgieat i ng bet we en

permissible activities, such as hedging
eter minebrvwhiteetahheerr ai s holding a security

eir behavior to avoid this regulatory

The Volcker Rule will increase borrowing costs fasmesses, lower investment returns
for households, and reduce economic activity overall because it constrains makiey
activity that has already reduced liquidity in key fixeadome markets, including the
corporate bond markét.

; UOYDPUDPOOWDLOWUT 1T wwn"

t ha

and

t h a

troaa tthred
proprt

mar k

as 1 nve:

edge against another risk, or as a speculative
reates regulatory complexity, andeifmighe be
nduly burdens ome. The House Financial Services
h

nefi

burden,

The W&€Ald repeal the Volcker Rule in i1its entiret
Rel f ef SGuaapliltsasluer s

| EEOT UOUOE

Some small and emerging companies may be interes
issuing (or expanding their i1issuance of) securit
companies, however, may be dofpcompltyiogalwl yhbth
Securities and Fsx c(hSahnCgree gliomemicsfs isoencur i ties regis
disclosur aimed at protecting investors through
Many existing securit ixesmprtd@umisr e@emelnttsaialoradandy flhoa
issuers. For example, the JumpstarR. [OulrO)6B21 s i ne s s
expanded on t hteh arte ghualda thoirsyt orreilciaelfl y been given t
unregistered securities called private placement
the i1issuance size or the types of eligible inves
/| OOPEaw( UUUI U

In a securgirtaingsi ngomwteegrutl,at ory relief to boost caj
content and t hebaesfefdi cSaEcCy doifs cilnovseuSrficosr,e t awepeant et mwvtoi ao
t he ’sS EsCt at utionrvye sgtooarl spr ot ection a+wd fctanpaglthsad bfeo r ma
informed by the fact that small and efherging fir
% U.S. Congress, House Financial Services Commifiee Financial CHOICE Act: Comprehensive Summame

23, 2016, ahttp://financialservices.house.gaploadedfiledinancial_choice_act_comprehensive_outline.pdf

27 |bid.

2%For examplfacsers “Whght make a pr i viavesopedipAprid2 2085nat a ri s ky |
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Conversely, some observers mnote that expanding t
will potentially allowtt™®™amttheri potemsd ardil syk cdimy
dimension to the dynamic is the notion that s ome
necessarily facilitate informed investing becaus
investor infdrmfForoaxempt bo-SIEC £h2a0 3 Mapge dlo, Whh
observed that the agency waerldsbarexasmirwieng bwh ¢ t

“detailed and lengthy disclosures about all of t
repohty are required t.papdé¢pswhet had fnFermathons
occui¥linngc.ontrast, there is some evidence that g
disclosure requirements 71edwcesayt bwdhemr iac o itrhma ti sis
equiatny example of how the goals of investor prot
reinforcé each other.
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The FCA contains numerous provisions that would

ismance by whmaihefitrmsough public secondary marke
(privately issued corporate isneccluurdiet itehse) .f oElxlaomwpil ne

Au
ma i

ditor Afttestmadliomontrols are ¢tbmppoyiempbowgsndt
intain the accuracy of its fin®unbegl Acepofting
2002 @PSOX2MH T equires thistuodas ipdueb laiued ictoomp aantyt e s t t
manag@gerssertions aBoumtethaemadompanyols for its fin
response to concerns over the burdens for smal]ll
provisio#s,r atndkt Dwedlduded an exemption from Sectio
with a public float of less than $75 million. I n
represented about 6&WhefFE@Al wpubdiitnicommgsreineke e

c 410t b )d etpoo sniotnory corporate issuers with a pub

1

Se
i l1 1 on.

Equity C
amount s

i tiall
ms , h

diagally, c¢cr owd fduonndaitnigo nc oonfs tsintaultle
tal from a langstanumber fof mindtvw
a

ndi
i a
gal for donors to obtain an owners
The JOBS Act enabled firms to of
ough undowgd fukdowg, awi ¢thgDattySKEL registr
antage he crowdfunding exemption, a crowd

i

r

r n

v

rough an online platform opegastdidbdl Bomrobrerern
a

w

= oos B

t 1 sasopae rfautnedd ng portal, Compeaiesofwzaei bumit
much they can raise and investors face 11mit

http://www.investopedia.coraskansvers040215whatfactorsmight-makeprivate placementisky-investment.asp

29 For example, sellichael S. Piwowar Re mar ks at the “SEC Speaks” Conference 20
For got t e nSEQ Rebruary 249 2017, attps://www.sec.gowewsspeectpiwowarrememberinghe
forgottenrinvestor.html

«“«Speech on the Path Forward on Disclosure by Chair Mary J.

Directors—=Le a der s hi p C oSEE ©ctoben 15,2013, @GttpHwwiv.sec.govNewsSpeecHDetail/Speech/
1370539878806

31 For example, see Sus@haplinsky Kathleen Weisglanley,andS. KatieMoon, “The JOBS Act and the Costs of
Going Public 3SRNAugust 14, 2014athttp://ssrn.condbstract2492241

#2SEC“Study and Recommendat i ons -Oxley A& ef 2002 SEC Office ¢f the Ghiefo f t he Sar
Accountant April 2011, at https://www.sec.gowewsstudies2011404bfloatstudy.pdf
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funds with no more than $50 million
eficial owners before triggering reg
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33|ssuers who can market their securitiesgéaeral solicitationsnean that they can freely advertise the securities
through any medium of their cheic

34 To help foster moraitial public offerings the JOBS Acbf 2012created a new category of corporate issuer, an
emerging growth company (EGC), which must have recent total gross annual revenues of less than $1 billion (subject
to SEC inflation adjstment every five years). EG@se exempt from various forms of SEGclosurebased

requirements, rules which publicly traded firms generally must comply with.

35 A beneficial owner is a person who enjoys the benefits of ownership even when the Setoity is in another
persons namesuch as a broketealer who is acting on behalf of an investor.
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Fiduciay Rule

! EGI UOUOE

nder federal srecgursitteireesd lianwdjsdE@mar desi gang i @mn
that carries a 1 egasl boebslti gianttieorne stto. aRyt cionn tar acslti,e
who receive commissiotne talree fgiedawecoiaarly sntoatn daurbd ,e c
required to make 1inves tsSmd dftaobrl eetcloemme msdtad meom s t ha't
comparatively less demandiigamtkamddéedrdud hoceclzedt
not require, thes SE€C ¢ ot prlomull gatenrfidem standar
for blreamkerr s and i1investment advisers, which 1t h :
Department of Labor (DOL) finalviesd dnemutl easd vti € ea me
broaden ft hfei calmecisalo profeslgsiadralks apidnehsdaragckr a
subject to the fiduciary obligation und®r the En
which governs invesgememndr adetiisBRemedftorapeciovnt e.
On Feypr2u3a,r 2017, President Donald Trump i1issued a
DOL to analyzesthmpdeduciirtyheudeudy found that

affect investors in specified wawnsgd, otheeagsrwcyhws
ruPSubsequent to the presidential memorandum, t h
fiduciary ruffe to June 9, 2017.

~

OOPEaw( UUUI U

n announcing the fiduciary rule, DOL observed t
nciregky assumed greater r ol*Tshei ns enravniacgeisn gp rroevtiidre
ro#teal ers and investmdbmott ha ¢wins @ o vd fdtaenidno e & 1t Imae

here are some concerns that cusitsoimeg st heany ifsal s e
equired to be acting in their best interests.

»—gc—rc‘v—“b—i

Among other things, DOL said that the rule would
(1) sdtieveiRdeufanlr e ment Account (I RA) o wnanorts tihnet o 1 nv
invesbobwn financial 1interests; (2) have conflicts
advice that they give; and®Cm3i)t igdsveofi mpha dremlte ,i n

36 This section was authored by Gary Shorter.
37P.L. 93406

38 SeeCRS Legal Sidebar WSLG1562abor Department Issues Final Rule on Fiduciaries and Investment Abyice

Jennifer A. Staman and Jon O. Shimabukuro

39 Executive Office of the President, Memoranduf or t he Secretary of Hedebabr, “Fiduciar
Registe9675, February 7, 2017, lattps://www.federalregister.gadcument201702/07/2017-02656fiduciary-

duty-rule.

“Depart ment o fUSILabbrdepartmBrBxtendsFidiciaryRule ApplicabilityDate ”» press rel eas e,
April 4, 2017, ahttps://www.dol.gouwiewsroonreleasesbsaébsa20170404

41 DOL, Employee Benefits Security AdministratioiDefinition of the Term Fiduciaty ” Fedéral Registe21928,

April 8, 2016 athttps://www.federalregister.gadcument201504/20/2015088314efinition-of-the-term-fiduciary-
conflict-of-interestrule-retiremertinvestmerdadvice

42 bid.
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some Members of Congress, haviempaarcgtu edin 1t theatti riete swo
would result in higher cost¥s for people who secek

/] UOYPUDPOOUWDBOWUT T wy"
ThECA woul d r éspefaild utchiea rDyOLr ul e. Additionally, bef
fiduciary standard rulteq GdhmrgrSEsCs wom | Wwh chtalweer t o r

1. retail customers are being harmed because thce
2. alternative reforms would alleviate retail 11

3. adoption of a uniform fiduciary standard woul
d e a laenrds ;

4. the adoption of a uniform fiduciary standard
investor access ttdfpetsoraliinzvedtanedhtc adtvi ce .

In addition, the DOL could not reissue a fiducia

Ri sk Rertent i

EEOI UOUOE

curitization

i the process of turning mortgag
at can be purchased by investors. Securitizers
cu+d d lidessdleatc ked s ABEWhitdilksentitle the holder of
cpnnyeaments based on the ftilbew wdfd prlymemg sl daed n.g
duce ®whrpiwskechde ir retained portfolios by securit
dingerislypesoodtinvestors more willing to b
d and understood, thn saddisteicmidnd il oevas f 1 m@an c 1
kwiltthdeomsiodedt ergn funding todmiakarsd dsaas

tal amount of credit available to business

S h
h e

o8 o

“B g ®wn e~y
SO0 T O 0O 0 SO0
oD oo ®

o =5 B "
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In the yearsfileaaninsgil su,p steoc urhiet i zation grew r api
and ecoming an increasingly 1 mptohret acarti ssiosu,r cteh eo f
of ABS that were backecdlbesdirdantdicalt imdr mpage alzgac
(RMBSd)ecreased significantly, precipitating syst
contraction in creduttddlilowanghahpep dedcbkine Tn n
Al 't hough ABS issuance has gr omwsn bienk ot vhsepvsget 8t s s i n

e Hoaddik Act generally required secABStizers t
e amoustk efquired to be retained depends in pa
under |l yiTnhge iaascsttent w@tudtdoteoqqrusi r e not Il ess than 5% ret
e securitized assetpsyr emeaceti bienddrbsywWreilttalirm gt gsztlear s d awr
ohibited from hedging the retained credit 71isk

43 CRS Legal Sidebar WSLG1562abor Department Issues Final Rule on Fiduciaries and Investment Adlyice
Jennifer A.Staman and Jon O. Shimabukuro

44 For example, se®ffice of Honorable Paul Ryan, Speaker of the House of Represenfafdietionary Definition of
the Fiduciary Regulation, Department of Labbtarch 1, 2016, dittp://www.speaker.gogéeneraldictionary
definition.
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The act required securitizers to perform due dil
securitization and 0 d1scloseABtShnevensattourrse aorfe tthoe
receive more information abou the underlying as
/| OOPEaw(UUUI U

Securitization can create an incentive to origin
lenders collect origination fees biUhesaa e not exp
incentives Ilikely contribut epdr itoor dteot etrthieo rcartiisnigs u
housing bubble, andd dtulrei ntgu rtrhoei If i-bnmjnecti iaeln ccer i s 1 s .

securitization was prevalent danffhemismd pmo mte g ang @
market, and in regions wher elLolsosaens daenfda uilltlsi qweirdei
RMB#Mmarket led to wider problems in the crisis, i
firms because of wuoscuwerret ati RMBy® takbooguita dt,h etihrr oeuxgph t h
hol di RMBsS oofb a b dsthceeet support to securitizers.

One approach to address incentive problems i1in se
retain a po-st tr mnde f aatdhvea nttoanggek ioAfn itnFitshgen i g aamee n t

is that it may help preserve underwriting standa
because secur it iizirenrvse sweooumlydi sskheasr e i n t he

One possible costitofmary snka kree tleenstsi ocnr eidsi tt haavtai I a b
loans are securitized. If securitizers must hold
underl yin assets, a portion of their ifaomnding re
available “TRoerd untehmevgh o habi l ity of credit could als
borrowers Another possible disadvantage 1is that
other securitizers and obtihg anlrebHerteebear o
Concentrating risk in certain financial sectors
opponents of risk retentiinocn uadsisnegr tc otmhmaetr cciearlt ariem |
and certain—~fKoaphemaet doiansics and securitizatio
residential mortgages and RMBS in ways that redu
nonresidential mortgage ABS performed relatively
systreimilk, making the risk reten®ion rule inappro

/] UOYPUDPOOUWPOWOT T ww"

The FCA would amdoddFft dAeckhp ndai s ngnrofk retention
applying h oosnel yr etqou isreeombrail thiye scooftndpsoitsdeeadr tei a1l mor t g
Under th definition, securities —Bachedsby asse
commiet cr estate mortgages, comme+r+wawmlld l oans,

0
t
is
e al

not be subject to the risk retention rule.

45 Board of Governors of the Federal Reserve SysRapprt to the Congress on Risk Retent@atober 2010, p. 3,
84, athttps://www.federalreserve.gdgdarddocsptcongressecuritizatiorviskretention. pdf

46 American Bar Associatiofomment Letter: Credit Risk Retention (Rel. Ne78277; File No. S74-11),
Novembe 12, 2013, pp. B, athttps://www.sec.gogomments7-14-11/571411496.pdf
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Exccutive Confpensation
Il EEOT UOUOE
In genéedbral policy does mnot |l imit or regulate

publliicsltyed epbpempragediedl ose certain information
compensation levels and practices.

Two e x a mtphlee sg eonfe r aclu rarpepmrto adcihs ctloos ure regquirements
FranklhAxadggm a?pr oviegquaoanres public companies to con

shareholder vote on executivelhdpommprémptsiaoti ®nont 1 e
requires publicly traded companies to calculate
compensation of allchicamplbtadfdeeeceex (ICED)ng tthlee annua
compensation of the CEO, and the ratio between t
Onexceptigand¢oal happroach on e x eFcruatnikv eAcctompens at
requirefmedd¢r ahafinpnomal gnegutltatessaimed at proh
based compensabanend(parfaebmenempbompproppy)atdhat
riZdakts financial institutionsl nwi2tOhl 6g r etahtee rr etghuam t $o
released proposed rule® to implement the require
/| OOPEaw(UUUI U

Proponents of greater disclobautt dbrexddwtvieve hat 71 e
compensation will help prevent outsized pay arra
or in line with social wvalues. Critics argue cur
costs that do not Bamphael pssemhulil miogfosmhatebdol dkr
critics of the pay ratio have cited the complian
of generating the worker pay data neeard to arri
largéenmoelionstgmenmadtfirms with ®ecentralized pa
A key question in this debate is whether high &ex
productivity or rtesult fr oTinh csoecpowrtiettnadie g bder nance
corporate govVvercnaann cpeo isnhto rttoc orneisnegasr ch t hat found
become decoupled from cd€pbrancte ddmwmbes athptwr for
ovegyrattHhe body of research onmatkhee tihses ucea shea sf ofra isluec
decoupling

On the proposed r wlaes epdr ochoimbpietnismag iiomc eantt ifvien anci al
have described the proposals as %Griittiiccasl,] y i mpor

47 This section was authored by Marc Labonte and Gary Shorter.

48 SeeCRS Report R44554he DoddFrank Act: An Overview of the 2016 IncentBased Compensation Proposal
by Raj Gnanarajah and Gary Shorter

49SeeCRS Report R43267, he fdPay Rat ithe DdddF@ankiAc: iLegislationitorRepeal It in the 113th
Congressby Gary Shorter

50 Lucian A. BebchukMartijn Cremersand Urs Peyer t “ CE O Jpurmal ofSinaneiat Ecéhomic®October
2011, pp. 192206, athttp://www.law.harvard.edtdcultybebchukpdfsBebchukCremersPeyer CEGPay
Slice_Sept2010.pdf

51 Stephen M. Bainbridge “ BPFeadkdQuack e der al Cor por at e UCLA Schaohohlaw,e Round 11, ”
Law-Econ Research Papas. 1012, pp. 13, September 7, 2018t http://ssrn.condbstract2673575

52 Statement by FDIC Chairman Martin J. Grberg on thé‘Federal Deposit Insurance Corporation Notice of
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however, di s pmuittei gtahtaet siyts twomuled r i s k., and argue 1
talent from various financial institutions.

/] UOYPUPOOUWDPOWOT T wy"

The FCA would -BEmemld Adcxchya yDopdrdo vi sion by el iminati
periodic sharehiodvadepawoamrd loinmietxiecgitsuch votes t
amat echatiget he piseewixewsutyewaer compensation. The FC

DodFdr ank Act requirement that c ewwprakneire sP acya Ircautliaot.
The FCAlwoulredpadh ainnllse Abhocdednt i ve compensation man

Systemicall §gTdampBirg alhd¢ Fail

Financial Institutions

Al t h6tuogoh bi”¢g TBdFfahhssbaervdinglpakicy i1issue, it w
n

ne-apl 1l apse rogfe sfeiwearnacli alla firms in 2008, includin
Freddie Mac, Lehman Brothers, and AI Wi twhich 1ed

the exception OWhLehmfinl 8dofadldr boafn ktrhuvepstec yf)i r ms 1 «
govmamt assistance under emerBiemaiyciaal hDrimy d&moe
be TBTF when policymadladardsurjeudvgpea ltdh ata utstee ufhiarcmse p t
financial stability. Financief fhems sameberperc
interconnectedness In addition to fairmness 1ssu
expectations that the government -wifl Ithneot allow
creditors and counter paret igeosv eorfn mae nTtB TwFi 1fli rpmr obteelci
losses, they have 1e¢sss riinsckeinte svemna( deefincofld esd rtpd haase
If this is the case, a firm that i1is perceived to
some call basni diymp Iciocmpta rseud wi th ot her fir ms.

Regulating Systemically I mpamrdtant Fine
Limiting %fheir Size

l EEOT UOUOE

The Hoaddk Act included a number of provisions t
policy a°pTphmosa cthaeisn approach was to create an enh
administered by the Federal Reserve to hold syst
standards than other financial firms.tiPornudential
that refers to r1sonfiitnoarnicniga la ns aifnesttyli tauntdi osnoundmne s s

Proposed Rulemaking on IncentiBased Compensation ArrangemehiDIC, April 26, 2016, at
https://www.fdic.gowewshews/speechespapr2616a.html

53 For example, see U.S. Congrddsuse Financial Services Committ&é&e Financial Choice Act, A Republican
Proposal to Reform the Financial Regulatory Systapril 24, 2017, ahttps://financialservices.house.gov/
uploadedfiles2017-04-24_financial_choice_act_of 2017_comprehensive_summary_final.pdf

54 This provision is similar tasreportedby the Hous€Committee orFinancial Services.
55 This section was authored by Marc Labonte.

56 For more information, s€ERS Report R42156y st emi cal |y | mport ant InstitutioisSToo Bi g t o
by Marc Labonte
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rket,udbr!| ¥BVHURK .hol ding companies (BHCs) are a
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Table 2. Institutions Designated by FSOC as Systemically Important

SIFls FMUs
Current Current
AIG The Clearing House Payments Co.
Prudential Financial CLS Bank International
Former Chicago Mercantile Exchange
GE Capital The Depository Trust Company
MetLifeo Fixed Income Clearing Corporation

ICE Clear Credit
National Securities Clearing Corp.

The Options Clearing Corp.

Source: FSOCat https://www.treasury.goiditiativesfsoctesignation§lageslefault.aspx
Notes: See text for details.

57 The types of tools prescribed for enhanced regulation of FMUs differ from those listed above for banks and nonbank
financial firms. For more information, s&RS Report R4152%upervision of U.S. Payment, Clearing, and Settlement
Systems: Designation of Financial Market Utilities (FMUs)y Marc Labonte

58 Information on designated firms is availabléntps://www.treasury.goiritiativesfsocbesignation$?ages/
default.aspx
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di scount window to FMUs.

Policymakers at t hehatti ngeo veefr ntmheen tc riinstiesr vaerng u eodn tw
absence of a means to wind down systemically 1imp
inst &8omet wrgued that these concerns were confir
associatednwmemhdebespgonmecetrtodecal bkowlLehmabr Bkot her s
the bankruptcy process rather thé&€ré¢xtiendibg it
contrast, argue that repeated ad hoc interventio
contributed to®®financial instability.

In response to these-Faroamcke rAcst, cTietaltee dI la osfp etchiea 1T
(called Orderly Liquidation Authority or OLA) fo
federal polrimciyma késrasi mimeithee nm failure poses a thr

59 This section was authored by Marc Labonte.
60 Ben BernankeCourage to AcfW.W. Norton and Company, 2015).

61 Henry Paulson, JrOn the Brink: Inside th Race to Stop the Collapse of the Global Financial Sy@esiness
Plus, 2010).

2 ohn Taylor, “How Gover nmeaMalStréetJousnalfehruany 8 200Fi nancial Crisis.
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OLA 1s an administrative, rather than judicial,
resolves insured Shomd di t & @sy feasntdatitmetg ulfaigphmssd u f f i ci e
assetpr¢vent cr e dciotnotirntgoeuatfcitni aonncsi aflr oioms t abi l 1 ty,
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ST FIs and has not been used to date.)

OLAs statutorily structured as a falyback alterHt
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Bankrupt®TheCBdakruptcy Code consists of separate
variety of failing enPHdwewet,hroeargtha ijm de rctiiatli esr o
permitted to be resolved through the Bankruptcy
are not permitted to be WBletbsttoeasd,untdee RIMIleC Biasn ks tu
aut horizeditongesobweefl depositories through a |1
administered conservatorship or receivership. Pa
depositories through this administratptveey regi me,
Code, tihse tFDA s i ta si nl® prpeary, megnuta rtaon tdeeepso s i t or s e ven
obligations exceed thse asbtunavtuend e o diiethe fhil thge
instability accompanied rbiydswidespread failures o
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Advocates of OLA highlight several specific char
Bankruptcy Code at the time th%®Fi maty, haome magau
that the Lehman Br ot herss ab annekgrautpitvcey sahnoncoku ntcoe nceonnt
investors had ass‘“uome db t”’dBatt oc bfndt imla s st twa tOuLtAo thya sf cac u s
on maintaining financial stabilityexoftwhigch t he
BankruptcydCodome Sacgne that the length of a typ
compared to an administrative agency resolution
uncertainty. POb o medmti sn iasrt gwaet itvheatf orum woul d all
morqeni ckly than generally is possibldee ctrheraosuignhg a ]

mar ket uncTehritradi,ntsyome ar gue that the treatment o
acceleration and netting of dgua ltihfey iBnagn kfriunpat nccyi aCl
done selectively by counterpart®es to the detrin

63 For more on OLA, seERS Report R4380R Li vi ng Wi Il |l so: The Legal Regi me for Co
for Certain Financial Institutionsby David H. Carpenter

6411 U.S.C. 8109.
65 Federal Reserv&tudy on the Resolution of Financial Companies Under the Bankruptcy Washington, DC,

July 10, 2011, attps://www.federalreserve.g@ublicationsdtherreportsfiles/bankruptcyfinanciatstudy
201107pdf.

6611 U.S.C. §109(b).

67 FDIC. Resolutiongdandbook pp. 2425, rev. December 23, 2014, hdtps://www.fdic.govaboutfreedom/
drr_handbook.pdf#namedde&txl

68 Critics havedisagreed with some of these assessments of the Lehman Moment and the Bankruptcy Code. For
example, some argue that the 2008 run on money mar ket mutu
occurred even 1if Lehman tigelydndduicyr e was handled administra

69 Some believe that issues related to the treatment of certain financial contracts can be handled through private
contract There have been amendments to ynaxisting derivative contracts, in part under encouragement by federal
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financial institutions enters a resolution proc&selnternational Swaps and Derivatives Assoc., INajor Banks
Agree to Sign ISDA Resolution Stay Protopoéss riease, October 11, 2014t http://www?2.isda.orgiewsmajor
banksagreeto-sign-isdaresolutionstay-protocol

O For a more detailed discussion of thesaéss se€RS Report R4053Mnsolvency of Systemically Significant
Financial Companies (SSFCs): Bankruptcy vs. Conservatorship/Receivérglidavid H. Carpenter

"1 Testimony of Adam Levitin at U.S. Corggs, House Committee on Financial Servibéaking a Financial Choice:
More Capital or More Government Contrdl14" Cong., 2 sess., July 12, 2016.

72.S. Congress, House Committee on Financial ServidesFinancial CHOICE Act: A Republican Proposgal
Reform the Financial Regulatory Systehane 23, 2016, pp. 48, athttp://financialservices.house.goploadedfiles/
financial_choice_act_comprehensive_outline.pdf

73|bid., p. 25.

ee advantages of OLA
Bfainckarlulpyt ctyo Caoddder edsess itghnee du nsip
s

coul d

nnaet eudr et

ty) makes aabankfoptayipne

1 be ab

FsDIo@tion to temporarily wuse government
ics thnatguattliHdanld ztehda th atphlea mFt Xho€ri ni gmpd LeAme

11

a

1 d

a

i
e

taiilsi mg tf icrrm dai bd ,e tthoe rseufgogrees,!
y g o m ¢ wo’ hlkinktei fthhoaath cwshhi gc,h

n

1S

fund

C O0m¢

itutions and insulate th®&490L Ac rceadnintootr sb ea mds ecdo
out failing firmsedntdhwi se&dnas efitthmtdadwn,c amu
tially be usededot bns Ibpumaki igrmhem whole

bank

ated creditors similarl
iabitotyreahesFmBi Cahidy
o much dwisncnreertsi oann di n t h
a®Fhes oAMItG,oni.n addressing “etxhpeescet sconcer

oOcCccu

, expressrleyatl ismintielda riltys sdit’§hcarteetdi ocnr etdoi

[SE%%

handl e

As

nt
cy

“FDIC, “Resolution of Systemically Important Fedemlanci al

Register76618, Decemlyel 8, 2013.

Congressional Research Service R44839 - VERSION - UPDATED 20

S uc

ourts rather than through largely n

fina
proc

I ns-



The Financial CHOICE Act in the 115th Congress: Selected Policy Issues

Similar to the current Bankruptcy Code, under th
available noigbvemedi futmaons. The firm could be
reorganized (Chapter 11). However, the plan must
is 1in the best interests of the credbitlbirtsy amfl mu
the United States.

The FCAa dwd ud dldi t itohnea’dF eddnend genhdugt hor i t y and woul d
eliminate FMU access FtoI'sC eammedgeseaoyntuwhodotwy toe
bank debt and systemirce sroilsukt ieoxnc,e patnido nt hteo ulseea sotf «c
Stabilization Fund for government guarantees.
CBO projects that the elimination of the Orderly
deficit by $110de dr bidadsod owetrbeipgobebol vegdg ohroe
OLAver tlhGee amrask t i pl n ecdo sbty ttoh et he g o vEelrinmmennatt ionfg d o
OLA reduces the deficit maAhltobghaubke BPI €cpsin
assess fees on lear g ds affiffrd aortocenpatle tfdilrynse faffstst of an
OLA resolution, CBO asftfumds ashaet samewodflrdime § bhef

ol le

1
ctedlyentoir dagdfvi ndew

Changes to Regulatory Authori-

Convenwiisodnoath regarding regulators 1is that the st
matters for policy outcomes. These agencies have
theitddgyindependence from the PrebidymakongCong
more technical and 1ess po'tlintdiecpacln ldommycpeann kies an, f
regulators less accountable to elecFedmodficials
practical perspectiveftyvindékpenwvdenoamsafidramscandt @
a unique group of characteristics that, along wi
and accoTliwmd adbfi ltitey. most independERB, reguldtoes,
t heir 1 ndduceendd eanncde croengr es sional.Thwemrsisghtofitdne
section dirmsaiusesd sbryjedtahteesdF GAo i ndependeandtdie dand acc
focus on the .CFPB and the Fed

Appropriations

IEEOT UOUOE

The annual ppopcoypsdatamhsperiodic reauthorizatio
with opportunities to influence thMostze, scope,
financial regulators determine their own budgets

iTabl etypically subject to some general |l anguage
mi s sGuwmr.ently, the twoe ffimmdicng li st epgruil ma roirlsy wdeots e

75 Congressional Budget OfficEo st Esti mate for t HR 1IMdAunaby20t7pas Amendment to
https://www.cbo.gogystemfiles/115th-congress?2017#2018ktostestimatéd.R. 10managers.pgiCongressional

Budget Office Cost EstimateH.R.10, May 18, 2017, ahttps://www.cbo.gogystenfiles/115thcongress20172018/
costestimatér10.pdf

76 For more information, seERS Report R43391ndependence of Federal Financial Regulators: Structure, Funding,
and Other Issuesdy Henry B. Hogue, Marc Labonte, and Baird Webel

7T This section was authored by Marc Labonte.
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e appropriations process and who are subject t
Most financial regulators generate income fro
sessment saton hewt iotvieas eteh The two financial 1 eg
i own revenues aTfthe tCFl EC@MTAAG nagnegd oteleea 1 @ H B Bn

reveamaéd sCFPB fundi transfraveduds.om t he Fed

ng 1is

Table 3. Current Funding for Financial Regulatory Agencies

Subject to Annual

Subject to Periodic

Regulator Appropriations? Reauthorization? Primary Revenue Source
Commodity Futures  Yes Yes, latest authorization Treasury general fund per
Trading Commission expired Sept. 302013. congressional appropriation.
Consumer Financial No No Transfer from Federal Reserve
Protection Bureau System limited to 12% of the

Fedds operating
Federal Deposit No No Deposit insurance premiums
Insurance determined by FDIC to meet a
Corporation reserve ratio set by FDIC (with a
statutory minimum of 1.35% of
insured deposits).
Federal Housing No No Fees and assessments on
Finance Agency regulated institutions. Amounts
determined by FHFA.
Federal Reserve No No Income on securities and loans
held by the Fed. The Fed also
charges fees to cover the costs o
business services it offers.
National Credit No No Deposit insurance premiums
Union Administration determined by NCUA to meet a
reserve ratio set by NCUA (with
a statutory minimum of 1.2% of
insured deposits).
Office of the No No Fees on regulated institutions.
Comptroller of the Amounts determined by OCC.
Currency

Securites and
Exchange

Yes, except for $100

million reserve fund.

Yes, latest authorization

expired September 30,

Fees and assessments on
regulated entities. Amounts set tc

Commission 2015. meet congressional appropriatior

Source: CRS analysis of federal statute.
Note : Both the SEC and CFTC have continued to operate since their authorizations expired.

/| OOPEaw( UUUI U

The appropriations and authorization processes D
evaluatesapeagommyDuring t hese aplrsomcfelsuseensc,e CGohnegr e
activities of these agencies by legislating prov
on the use of appropriated funds to-ibemter refle

78The SEC is funded thugh the Financial Services and General Government (FSGG) appropriations bill. The CFTC
funding is split, appearing in the FSGG bill in the Senate and the Agriculture appropriations bill in the House. The
FDIC (for its inspector general) and NCUA (for ther@munity Development Revolving Loan Fund Program) also
receive minor funding through the FSGG bill.
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funding, DbDill text, Oor accompanying committee 1€
require, or forbid specific activities at the ag
can adj usst oawme raaglelncfyundingshppeoeltitveCongonassppor
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process could result ,infolrowbeert taegre nocry wournsdei ng 1 e v
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an@dLA—-as well as FSOC intoFdrhet hep phFeod,r isapadmdisn @ rr
monetary policy would remaid®Foutshde FOT CtheheppPe
Insurance Fund would remain TohttLshji dle®e @ifn g htehe ppr o
CFPBoudateceive transfers from tnhotaFedar dak dRe a¢rer
source oFeesvendeassessments that agencies curre
would appear as offsetting collectAgemc iies tthhea tf e
c
u

are urrently permanently avotulhdriaied wikeabidh®e mazi
through 20RRt harnodu gghh e2 01 8

CBO estimat e ss et haagtte omcoaveipmr g ptrhieat i ons would reduce
therefore decrt8béldndbtydafsci To bheSextent that
wer e f wmdehd ftubrure appropriations acts, discreti

reduction® & n the deficit

Cons uthiema nPricatle Bt e au
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Befdrele X &fr atntke ARBé6ddentitled the @oensumatoFina
ef f&€ederal consumer financial protfictvamki mg gul a-
agenetihees OCC, Fed, FDI C, NCUA, an®—axf fweclel oafs Thr
t hFee der al Tr a dFeT XX otddhnei sBei poanr t(me nt aonf DHeovueslionpgmeanntd U
(HUD) . These s e vetnhea gacuntchioersi tsyh atroe dworfitet ke rraull es t o

cosmumer financi 4 Dt)hper optoewcetri etmd ljerandds jucpee rtvhi s or y
authority over the individuals and companies off

®Currently, t he 12 Federal Reserve banks include a breakou:
policy” in their lpardofEGovernarsdpes not. in 2045, thebbanks speht $63Bmillion on

monetary and economic policy and $3,243 million on other operations. Federal RAsend, Report for 2015Viay

2016, Table 8, dtttp://www.federalreserve.gquiblicationsAnnualreport2015federatreservesystem
budgets.htm#xfederalreservebanksbud{@tSabas

80 Congressional Budget Offic€ost Estimate forthMlanager 6 s A mel0dume6) 2017tad H. R.
https://www.cbo.gowystemfiles/115thcongress20172018€ostestimatéd.R. 10managers.pdf

81 This section was authored by David H. Carpenter.

82 Most of Title X went into effect on July 21, 2011, wihic t he act refers to as the “designa

85582See also Bureau of Consumer Fi nan cHedetal RBgistel7252,t i on, “Des i
September 20, 2010.

83 The OTSwas eliminated, and its powers wéransferredo the OCC, FDIC, Fecand CFPBDodd-Frank Act
8§8300378.
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and seThei ¢ asdosfditahgedsmesmareised based on the type of
and, in some cases, basedioneshent wh¥chfifishanat
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found inofhemecamtsens and the exercise of their
pbenthiefloloyes umers s“uffered harm

The FTC was the primary federcadmpangiseisashoas for no
payday lenders aWalmket ghege §lgdalk atthseb aFnTkCi nhga d 1 i t

upfront supercweimemrty & heomw filkatya @ ,ditd not have t he
authority to examimeompamdgploasiltyrgr fimpaoasd adepor
requirements prmo a cttedmveadssyuar ewatyhey were compl ying

protectilamsthkawWlBT@®owers general lcynwedfedlirmilted t

83e¢ee the “Federal Consumer Financial ERSReportR4256%he Regul ati on
Consumer Financial Protection Buae (CFPB): A Legal Analysiby David H. Carpenter

812 U.S.C. §1813(q) (2009).
8612 U.S.C. §1813(q)(3) (2009). The Fado supervised bank holding companisJ.S.C. §1844 (2009).

8712 U.S.C. 81813(q) (2009yhe FDIC, which administers the Depdsisurance Fund, also has certain regulatory
powers over state and federal depositories holding RB8Gred depositdHowever, these authorities generally are
secondary tthoseoft he i nstitution’s SgereighRaUrSyC. 81820 er al regulator .

8812 U.S.C. §1766 (2009).
89TheOTS also supervised thrift holding companikzU.S.C. §1467a(b) (2009).

%12 U.S.C. §1(a) (2009) (OCC); 12 U.S.C. §248(p) (2009) (Fed); 12 U.S.C. §1463 (2009) 1D TSY;C. §1766
(2009) (NCUA);12 U.S.C. §1820(b) (2009FDIC).

91 Heidi Mandanis SchoonéfConsuming Debt: Structuring the Federal Response to Abuses in Consumer Credit
Loyola Consumer Law Reviewol. 18, no. 1 (2005), ppl3, 5253.

92 bid., pp. 50 and54-55.

9312 U.S.C. §1820(b) (2009) (OCC, Fed, FDIC, OTS); 12 U.S.C. §1756 (2009) (N@WARpositories generally
must be examined at least once every 18 months, but the largest depositories have exasiiaers arcontinuous
basis See, e.g.12 U.S.C. §182(@l) (2009) (banks and thrifts); 12 U.S.C. 81756 (2009) (credit unions)

% Seege.g.,12 U.S.C. §81818 and 183(2009) (OCC, Fed, FDIC, OTS); 12 U.S.C. 81766 (2009) (NCUA)
9515 U.S.C. 845 (2009 he FTC alsdas regulatory jurisdiction over many rimncial commercial enterprisekhid.

9% Federal Trade Commissio@perating ManualCh. 11, pp. %, athttps://www.ftc.govéites/defaultfiles/
attachmentgtc-administrativestaffmanuals¢h11judiciaryenforcement.pdf

97 Heidi Mandanis SchoonéfConsuming Debt: Structuring the Federal Response to Abuses in Consumer Credit
Loyola Consumer Law Reviewol. 18, no. 1 (2005), pp. 43, 8. The FTC also did not have any direct safety and
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consuméHowawer, because the FTC lacked superviso
enforcement actions 1in response to “Comggeger ¢ omp
events [that] postdte injury to the consumer.

Addi t iboontahl ldyejpnosstiittourdyi mmmsd e p o sciotnoprayneifeesnanbjatt t o
the federal consumeTofgientdhrecica Ifi ¢ pdrsattadbel th isoks cloanwssu.m
protemsbforndaand diverse s,eti nocfl vadcitnigv ictoinessu menrd csi
trans &% thiipoardst,y de bPamd ldreed®Berfeoproer tFihnegn BPo Ad t

went 1into effect, the rulemaki mg@gnautaHo mpirtoyt etcd iiomn
laws was | ar gd@Ho vheevhedr ,bytt hbei Fy to enforce the f

finanmoitelctp on | awsasamdprreaglulaantoingigs h ¢ itehfe tFhTeC,b a n
and HUD.

Somec hsol ars and cewmant etaohdhdtal & v aaragtupalsbel xy, fragmented

consumer financi arle gpifraoetleecd itoon precogue catt toadyry s a mer s

created market inefficienaciompatnmdetshed®demed sment o
Some arghed et lprtobl ems could be corrected 1 f fed:c¢
power sstwemegt hbensedl addted in a osmisnacgalmat rriecg unliastsoiro n
and supervisory, rtrulemaking, and enforcement pow
agen®ies

Th & o dFdr aAnckt e sdtahbel iCsohnes u mer F Bma & €CiFgPlB PR urtecacut )i o n

in part to add%Tehses CtFhPeBs ei sc oensctearbnlsi.s h'®wli tahsi nan i nd
the Federal YTk eBwree aSw sitse hhee nddettlobywhosiagappoin
President of the United States, subject to the a
removed ff“om bhéf€eciency, negle®¥The Ruwmrteyau oirs m

soundness authority oveompanies
%8 bid., pp. 318.

9 bid.. p. 57.Nondepository financiatompanieslsoweresubject to varying levels of supervisiby state reglators.
Oren BarGill and Elizabeth WarreriMaking Credit Safet University of Pennsylvania Law Revievel. 157, no. 1
(November2008) p. 89

100 bid., pp. 8789.

10115 U.S.C. §81601667f.
10215 U.S.C. §81692692p.
10315 U.S.C. §8681-1681x.

104To a lesseextent, other agencies held rulemaking authority under federal consumer laws. For exaempéking
authority under th®eal Estate Settlement Procedures Act of 1974 (RE8RA held by HUD12 U.S.C. §2617

(2009).

105 Heidi Mandanis SchoonefConsumingDebt: Structuring the Federal Response to Abuses in Consumer,Credit
Loyola Consumer Law Reviewol. 18, no. 1 (2005), pp. 43, &8, Oren BarGill and Elizabeth WarrernMaking

Credit Safef” University of Pennsylvania Law Revievel. 157, no. 1(November2008),pp. 86-97.

106 See, e.g.Heidi Mandanis SchoonegfConsuming Debt: Structuring the Federal Response to Abuses in Consumer
Credit” Loyola Consumer Law Reviewol. 18, no. 1 (2005), pp. 43, 8@ren BarGill and Elizabeth Warren,

“Making CreditSafer” University of Pennsylvania Law Reviewol. 157, no. 1(November2008),pp. 98-100.

107 | bid.

108 CRS Report R4257Zhe Consumer Financial Protection Bureau (CFPB): A Legal Analpgi®avid H.
Carpenter

10912 U.S.C. §5491(b).
11012 U.S.C. §5491(a).

11112 U.S.C. 85491(bA mort gage company has challenged the constitutioc
that is currently before the full U.S. Court of Appeals for the District of Colangge PHH Corp. v. Consumer Fin.
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funded phr oaphbyf ersnappropriated funds’sfrom the
combined earni“hgtsen mi mamd abnputnkte Director to be
out the authorfiubpgscoftoHHepBartaad caps.

The CFPB hajsurriesglwleatth cormypodt camrsrvanye r financial produ
services, as wel 1l d%T hteh efForedndt § t Aets f t basht kgl ¢nhhnoa
federal consumer protection 1 e gucloantpoarfiyda rasut hor ity
intnance, by providing the CFPB with supervisory a
companies akin to those powers long hel™ by the
Alt hough-FrhakDAdd consolidates inmehe fCHRBcmuad¢h
protection authoritsyt,hetOdE,asKke &,i xF DIth,erNQEgA,n cHE
retain some pOI°Fleds didrna ntkh iAsx pflizexlednchpeyrsi a dnstries
from CFPBYMegulation.

ThBPodFr ank r Ametsdfreom t he b at& iBunlg epargi enmacrnye 8 me r

compliance manthorittlyr offtewi t hnddoce edhan v 10nbilli
However, the banking agencies continubatgehold s
deopsit”élaraisesw,ell as both consumer compliance and s
“smaller dEipos.i,t obramrls, thrifts, and cr &%dit uni ons

Prot. Bureau, No. 8177, 2017 U.S. App. LEXIS 2733 (D.C. Cir. Feb. 16, 2017) (granting petition for rehearing by

full court and v-udge panehdecisiorirethecase).rAtdiscussian lofithe eonstiflity of the

CFPB’s structure is outside the scopeCRSlfegaktSidébar r eport. For
WSLG1680,UPDATE: D.C. Circuit Rules Consumer Financial Protection®aru 6 s St ruct ur ebyi s Unconst |
Jared P. Cole and Todd Garvey

11212 U.S.C. 85497.

11312 U.S.C. 85492Under theDodd-Frank Act the Bureau has authority over an array of consumer financial products
and services, including deposit taking, mortgageedit cards and other extensions of credit, loan servicing, check
guaranteeing, collection of consumer report data, debt collection associated with consumer financial products and
services, real estate settlement, money transmitting, and financigrde¢gsingl2 U.S.C. §5481(15)he Bureau

also has authority over service providers,” that 1is, ent i
connection with the offering or pr olRUSGC.85481@F). a consumer fi

11412 U.S.C. 8§5514The CFPB is authorized to supervise thgesups of nondepository financial companies. Firs, t
CFPB may supervise nondeposjtéinancial companiesegardless of size, in three specific marketsortgage
companies (sth as lenders, brokers, and servicers), payday lenders, and private education lenders. 12 U.S.C.
§5514(Ca)(1l)Yy(CA)y, (D), C(E). Second, the CFPB may supervise *
U.S.C. 85514(a)(1)(B). The Bureau has desigmhegrtain entities akrger participants in several markets, including
consumer debt collection, consumer reporting, and student loan servicing. 12 C.F.R. §§1098. Tbvrd, although

it has not exercised the authority to date, the CFPB may supami@adepositorfinancial companyf the Bureau has
reasonable cause to determine thatthrapanyposes risks to consumers in offering its financial services or products.
12 U.S.C. §5514(a)(C).

11512 U.S.C. 8855187, 5519.

11612 U.S.C. 885517, 5519. Faxaample, he CFPB generally does not have rulemaking, supervisory, or enforcement
authority over automobile dealers; merchants, retailers, and sellers of nonfinancial goods and services; real estate
brokers; insurance companies; or accountdloic. Howeve, certain businss practices of these generally exempt
entitiescould trigger CFPB regulatory authorfiye., engaging in an activity that makas otherwise exempt entity
subject to an enumerated consumer)l&ee for example, 12 U.S.C. 85517(a)(2)(OylI).

12 U.S.C. §5515. The CFPB’s rtegulatory authorities over |1
examinations, impose reporting requirements, enforce consumer financial laws, and prescribe consumer financial
regulations. lbid.

11812 U.S.C. §85515516.
11912 U.S.C. §85516.
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12012 U.S.C. §5481(12).

12112 U.S.C. 8855887. The Bureau acquired rulemaking authority pursuant to most provisions of the Mortgage
Reform and AntiPredatory Lending Act, which was enacted as Title XIV of the Ereddk Act. 12 U.S.C. §5481

vern a broad and diverse %Addofi coabkbmert het@CF
thorizednfoaipyrothe dbepmtcit se orampd axzlb cwiaseumesoci at e
nancial preosdutchtast afBadk Esacupnedieerr atlher e gt at ory juri

e Bureau also 1 s aut horized to enforce consume

enalties, restitution orders, and various other

ba¢ amecet hetweenhamdepread tran

rtcomMmengessovwhandthpepndsaeecea
ent accountability. The presece

cy and accousbiadbrdualy,t entcl mad pngbde¢ her d
CFPB funding. Ot her structural charac
FPB is somewhat insulated from politic

maj or Ipeorl itclye qsueb st tisaomd @ ma fwhtelg e GEB B s t
appropriate balance between protecting consun

note;Dodd-Frank Act §1400F o r more information on Title XCRSRemrte the “ Mo

R41350,The DoddFrank Wall Street Reform and Consumer Protection Background and Summargoordinated
by Baird Webel

122 Dodd-Frank Act §810811104 (codified in numerous places throughout the U.S. Code).
12315 U.S.C. 8816016671
12412 U.S.C. 882602671.

125 Oren BarGill and Elizabeth WarrerMaking Credit SaferUniversity of Pennsylvania Law Revigvel. 157, no. 1
(November2008),pp. 83-85. The activities and services that are covered by the enumerated consumer laws include
debt collection practices; debit card transfers; overdraft services; consumer leasegenenidjag; credit card

lending; mortgage appraisals; real estate settlement practices; and credit reporting.

12612 U.S.C. 85531.
12712 U.S.C. §5564.
12812 U.S.C. 85563.
12912 U.S.C. 85565.

130 This section was authored by Baird Webel and adapted®®8 In Foas IF10031)ntroduction to Financial
Services: The Consumer Financial Protection Bureau (CEBBPavid H. Carpenter and Baird Webel
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inancial products while also safeguarding 1lende
he -sltoahigng i ssues in the regulation of-oddnsumer
etween protecting consumers and ensuring the pr
urdened. I f regulation 1ntendfe dp rtoov ipdriontge cat fcionnas
roduct, a company may reduce how much of that p
s willing to rovide it. Those who still receiyv
isclosure or d d erde gluelgaatli opnr obtuetc taito ntsh eo fc otshte o f

p

a
ome Members of Congress believe the CFPB has st
etween protecting consumers and ensuring that ¢
umdeome regulations on financial instultaeagions. (
ave imposed compliance costs on lenders of all
onsumers and restrict the o6%F¥pewheblieprodaens nwh
ave restricted the availability of credit 1is <co
upply of and demand for c¢credit, as well as by t
ulemakingsctonily ¢ oamolky eX@ k4.

=Ty o ST oo wm Attt oo Tt h

/] UOYPUDPOOU@DPOWOT T wy"

The FCA would repiCons utmea CRRB Ewiftolt [clAne natn dAg e n c
would make numerous other significant alteration
system put in-FplamakfAlbtyh oothgeh Dtohded CLEA would take

Bursawvegul at &t hef CLEWAi wosui]d not acquire all of
the CFPB, and the CLEA would have a substantivel

Similthre tRMREALLwould be heiardedt dry, ab wti ngrdlei kde t h
director, who <c¢an Pornelsyi dbeen tr efnoorviecdr absye 1t tveh e | CLE A d
r emovawillel abty t¥EBhPr@IsEAemaul d be funded through
thhamough a transfer of nonappropriated funds fro
for th¥® CFPB.

The CLEA, in co¥woulsd neot the LFPBgrized to condu
engage 1in other innwpdwvvingosmweival tcidivsfttiine st i on s Ho w
CLEA would have at its disposal many of the s ame
the E¥TMR. CLEA also wo wdrdi laccmpukii mmeg tahie9 h@FPAB Yy over
“enumerated ¢¥Howeneartoapvmiioori ating an enforcement
consent order, or issuing a regulation, the FCA

131 This section was authored by David Carpenter.

132The proposed chaes are too numerous to be addressed comprehensively within the scope of this report; instead,
this section addresses a sampling of the FCA’s more 1import
protectionrelated provisions are in Title VII ofié FCA.

13312 U.S.C. §5492.

13412 U.S.C. §5491(b).

135The FCA would also make the FHFA director removable at will.
13612 U.S.C. §5497(a).

137G5ee, e.9., 12 U.S.C. §81028.

13812 U.S.C. §855657.

13912 U.S.C. §5481(12).
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benefits of such an action andc oenvsaulnueart ec hhooi w es, u cph
and accedsttproducts.

Unlike theh eCRCALEE,A would not serve as the primary
larger depositories. Instead, the FCA would tran
agencies. The CLEA al’sodu twlomd idp rmoohti thiatv eu 1t fhaeci rC,F PdBe
abusive acts or practic®%s in consumer financial
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The Federal Reserve 1s unique among financial r1e
rol e, it i1isondmponsgbmentoanry policy and operat.i
The Federal Reserve System is comprised of a Boa
Reserve Banks. Monetary policy 1i6FOME) by the Fed

comemdi & fsalen gorveesrindoernst, otfh et hpe New Yor k Fed, an
bank presidents (selected on a rotating basis an

The sFefdfi nancial statements are annually audited
regularly evaluated by GAO, s ubpjamrck Act salaltaaweod yt
Fe'd monetary policy and lending activities to be
the s¢bpseofwanditsantdbasd,

n noonmdilt icons, the Fed lends minimallsy ntot banks
rovide anbaakedi n aluoriiankgd Oti/hremfoi. n2a0n0c9% al t cr i si s

rovitdens iewe cr e dibta ntkos ,b atnhkes 1aantdtcemro pt chweorusg hf oiutnsd e
n Section 13(3) ofomdecrFedersnadsdReshheSEetdican 13 (
ailouts of BeamlSthowargths tchmed fAIn@s Wdree DPDroadplai d 11
rank ActSercdstomprcl@BilgdBbs i s 0 ance ,t ovhfidiel istg lfli mthd ow
ed to prowvildealihgyi ditmasetdrobdaghl btoedly

To shield monetary pol i cCyo nfgrroenstsh emdabideed podli t Readr v
mor e 1 n dferpoerm dCeommtgr e s s and the Adminidttration t ha:
currently has broad discretion to set monetary p
mandate of maxi mum e mpNeovyenretnhte laensds ,e tiatb lies psrtiiclels .
congressioRaetentve€Conghetssesthavbaldebad eddhovbled hea
towardcgngatsesi ommd loovsys sjigthdalpe kfgndesagpe¢ hef

GAO audits ofduhbhe nBEdidsha@madteidotna royv epro 1 mocnye.

/] UOYPUDPOOUWDPOWOT T we"
The FCA cBadealismee tlilonspr d wicd iuan’d gt hat would

14012 U.S.C. 85515.
14112 U.S.C. 85531.
142 This section was authored by Marc Labonte.

143 These provisions originally appearecHrR. 3189 whichpassed the House on November 19, 26:t6 more
information, se€RS Report R4273,Federal Reserve: Legislation in the 114th CongregsMarc Labonte
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Rul emaking

Rul e ma ki nfg tihse obnaes ioc t ools that federal agencies

enacting legislation, Congressumde¢enwlgramttshaygea
required or permitted to set standalairdisesa nandresc
progrmSaoms. rul es an agency 1issuc¢ss iamhee rpernotmual ugtaht cerdi
while others are in response Whoe nt hteh esyp eicsisfuiec trheoq
regulations, agencies aarcee rgteanienr aslelsy arfel gpmiloreceddd hityoe
Congress. Bhe nmdasntg laonndg broadly applicable feder:
the Administrative P¥wbhéedhrappdti ecAPA) adfl kEX4@,ut
including 1 ntderpy nadgenntc iresgulTdhe APA contains rule
procedures for ,4g s dpcriotvaiddjeusd ifcoart ijoundsi ci al review
agency. actions

144 For more information on the Taylor Rule, €8S In Focus IF1020RonetaryPolicy and the Taylor Ruldoy
Marc Labonte

1455 U.S.C. 855kt seq

146 The Administrative Procedure Act (APA)of 1946 r equirements for issuing rules gen
exceptions) publication of a notice of proposed rulemaking, a commeat ppublication of a final rule, and a

Congressional Research Service R44839 - VERSION - UPDATED 30



The Financial CHOICE Act in the 115th Congress: Selected Policy Issues

Three proposakguinboalgetb€Aanal ysis (CBA), modi fy
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agencies tadeparfjmimesdome analysis of the potent:i
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i
detail required of the analysis can vary between
regulators generally are not required t quantif

Financial regulators generally face requirements

specific effesuchfasn trecgudfaffdotn on small busines
recordkeeping and reporting necthbastrlyedve cohmpl y
parameters of a CBA to the discretion of the 1ss
genecrallyiodepenflead aeguhatyonycagermemipesd from I
( EO) 12866. EO 12866i esitpbdd shes bhaoddiyal c@BApand
performed by the Office of Information and Regul
and Bwutdogeetnsure rulemaking®adheres to those prin
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CBA requirements help to ensure that regulators
issuance, and implementation of rules, by requir
are based on an informed e sv¥aamasttiaotnu toofr yl irkeegluyi rceo
financial regulators to perform certain types of
congressional review would change the b%lance be
One side of ttshde¢ hdebdtimaamcsad regulators should 1
structure whenecppetoaml pgi €BAegard to quantifica
argument for this position 1s that a¢tempts to q
imprecise and unreliable, because they entail ma
uncertain and often face 1iss ueThceo nrceecarsnoinn gf odra ttah
imprecise analysis 1is thatbdliawinenal, rmigad @add ®mo

minimum38d ay period from the rule’s publication to its effecti
147p L. 104121
148 This section was authored by David Perkins

149 For more information on financial regulations and dmestefit analysis, SRS Report R4481% 0stBenefit
Analysis and Financial Regulator Rulemakiibg David W. Perkins and Maeve P. Carey

150 For more information on CBA and independent regulatory agencie€R@dreport R42821ndependent
Regulatory Agencies, CeBenefit Analysis, and Presidential Review of Regulatiopdlaeve P. Carey arMichelle
D. ChristensenThe independent regulatory agencies are listed in statute at 44 U.S.C. §3502(5).

BlCass R. Sunstein, “FBreardiadl ThRalk yawdauinal Foryadandary 22 s t
2015, pp. 26266.
152John C. Coates, “Beos¢ fit Analysis of Financial RheYaellam i on: Case

Journal, vol. 124, no. 4, pp. 88287.
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macroeconomic responses, and its effects can be
which generally require firms t3S otneekenathadbns wi
increasing 1 ultesmadad mlfd srdeigfalidcf dettmileonn r ul emaking proc
meaning agencies find it difficult to regulate Db
costly, and ™ ime consuming.

Ot hers assert that financi alBA ergeuqluaitroernse nsthso utlhda nb
currently the case—e vlchne yi ma rtghuee ctahsaet offh ef iCnBaAn c i a l
mi ght yield a widesarnadn gbee noeff ietsst ionra tvehse no ft eccohsnti c a
di sagree ov-eirs trheec eassseauriyh cbeicsacui pl i nes agencies 1 n
they implement and allows for an BSemssmbkEno of w
argue that the challenges of performing CBA for
other iamrdgiwitorg etshat the necessary data are avail
coswhile charkepd@lssgble.

/] UOYPUDPOOUWPOWOT T ww"

The FCA would require tTHhablfeonprecifaol mr €BAl asopsart
rulemaking process and lists 12 specified areas
necessity, gafnfdi ccaocsyt,s boefn ctéljet smtti ¢ ¢ and quel ndat i
assessment of all anticipated direQ@tthemd i1indirec
provisions would restrict the 1implementation of
t he a paednhceireesnce t o f htthe elgiulilr.e mEott seampl e, agenc
prohibited from issuing a final rule 1f the expe
quantified benefits, unless Congress granted a W
entitl e rpsaerltyi easf faedcvteed by regulation to bring ac
District of Columbia Circuit for judicial review
did not comply with certain requeihrdmantnc.d ali malgh
to conduct certain additional CBA after the rule
often referred to as retrospective analysis.

Congressional Review of Feder &1 Financial Ag
| EEOT UOUOE

The CongRewisdwnAdt 1is an oversight tool that Con
issued by a™Thde€RA pgewiges Congress with a spe

8John Cochrane, BEhmalflideng@daal foi sC aldund of hegal Studigslol. 4Be gul at i on, ”
(June2014), pp. S6569.
B4See, for example, Thomas O. McGarity, “SoBukeldhmoughts on ¢

Journal vol. 41, no. 6 (June 1992), aBtuartShapirg “Explaining Ossification: An Examination of the Time to
Finish Rulemaking August 11, 2008t https://ssrn.conabstract2447337

5Cass R. Sunstein, “FBreardiadl ThR¥alk yawdauinal Foryadandary 2 s t

2015, pp. 26266.

16FricA.Posnea nd E. Gl en -CWesytl ,P a“rBiedni egfmist i n Universityof Chicagd Co®se gul at i on, ’
Sandor Institute for Law and Economics Working Paper 660 (March 2014), pp-3, 912.

157 This section was authored by Christopher Davis.

158 The CongressionaReview Actwas enacted on March 29, 1996 as part of the Small Business Regulatory

Enforcement Fairness Act (SBREFA), Title I BfL. 104121, 110 stat. 868. The act isdified at 5 U.S.C. §8801
808. For more information on the act, £&RS Report R4399he Congressional Review Act (CRA): Frequently
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parliamentary procedures, which Congargeesnscycan use
rules it ophppots’ptaradlemeat ary procedures, which ar
Senate, 1limit debate and amendment on a joint 7re
simple majorityowdawnrehebmaadanmnal up

Members of Congress have specified time periods
of disapproval invalidating the rule. If both ho
President for hiGRA ijgonianttu rree soorl uvteitoon olff dai sappr o
being signed by the President or by being enacte
“shall not take™Iheatct( ad sooptrionviadr.s that if a
disappl is enacted, a newbgstudmwrt malylansottthhbees d mes ufe d
disapproved rule unless the rule 1is specifically
prohibits judideitaelr min amwitd w ng f faim}dé’irtgl,em%aoctti.on, or
Prior € R2A0 Imeicshnan hwacdc e s s ful ly overturned one agen

Occupa

has si
Admini s ration

/| OOPEaw( UUUI U

The CRA was enacted in 1996 in response to

t

tional Safety and Heal tworAldpmli mdes temag a mami( C
standards. T hGiosn gfraer s-2%i0nl( &)0hls7ClomEs epas s e d, and

g

Pres

ned into 1aw, 13 CRA disapproval rtesoluti

con¢c¢e

about Cso nagbrielsist y to control what many viewed as

administrative rules. Simply put, many Members f
agencies to implement law, the traditiomnal overs
Congressional concern about administrative r1tules
there has been a growing bipartisan consensus th
an oversight tool. As oned Hofusteh @& OelxXp acadimma d tkics a
me c hatiDessnp,i te its conceptual pr omi%let, itshet o®R A ahral
to tell if the increased Tsouncgcreessnsf lhimesn sweidlolf t he C
influence this viewpoint or apterhaps give rise to
Prior tea h2alkpls7 ,t hlpy mnvoistte dwirdeea s oonv ewhtpunrinfeedo @R A had

agency 71 ulies itnh e2 Odteyh dfgardptergj otrwot y of bgt hshouses of
required to enact a CIRhA sr eisso lbuetciaouns eo fa dPirseaspipdreonvta
joint resolution t hfaitm aaltet epmrpotpso steod sbtyr ihkies doorw nh ear
Admi ni sotrr abtyimem d ¢ d ei ndependent, aogesmayw.e rA s haa vree saur
the structure of the CRA disapproval process til
toward the President in a way that renders the C
mechafBsmh observers amgarl t hme ghme ICRIAl x ef fect

Asked Questiondy Maeve P. Carey and Christopher M. Davis
1595 U.S.C. §801(b)(1).
1605 U.S.C. §805.

161 One of these 13 resolutions of disapproval in thé"Xléngress was a financialregulatien he SEC’s resour ce

extraction rule R.L. 115-4). That rule was pursuant to Section 1504 of the Bierdahk Act, which the FCA would
repeal.

162.S. Congress, House Committee on the JudicRegulations from the Executive in Need of Scrutiny Act of 2015,
report to accompankl.R. 427 114" Cong., ®sess.H.Rept. 114214, Part 1 (Washington: GPO, 2015), p. 8.

163 Since1789, 37 of 44residents have exercised their veto authariiotal of 2,574 times.@gress has overridden
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when there is a change in party control of the V
Congress. These are the exact cif€Camgtansces in f

Such condendns nhaeeent Congresses to the introduc
restructure the CRA disapprddwalppmoaldmrissorm uftri om «
appr.oviander proposals of this typer,cei nusnleeasds of r
Congress could enact a measure stopping them, so
upon the enactment of a law approving them.

Chief among propoReaduwl otbimtrthshe Expe udrsuwteihneyn Acete d
( REI NSH.ARc)tT;B 6 REI NS kAcetp wohuel dCRA p rnoocnensasj otrhe s a me
agemayes but GCwonuglrde srse qtuoi rveo-t 8 | “imea @’ » psp eboevfeo rael 1 s o
they coel d fiBcRmpuXkésed the House on January 5, 2 (

Supporters of these proposals argue that amendin
prop¢t’k hbe bal anicre aogfe mpcoywerrul e ma k+t hg 1 ewmakongCon
brasalktsh requiring affirmative congressional actio
Opponents of such an approach have expressed con
impossibteedfotroagenue needed rules and might sig
wor kl oad. In the case of finmnancial regulators, t
fremnd increase th€ongaessesuntability to

J UOYDPUDPOOUWDOWUT T ww"

The FCA wodltdhemCRA in a manner viH.tRi,al2l6y i dent i
describt&dl HhkBye hwewre, the FCA would apply this re
mechanism only to “ffaad @emsalpr fointhad geeitranid 1dt g edmecfyi,n e s a s
financial 71 elgawbllaet ors 1isted 1in

The FCA would require the agency to meet a numbe
issuing a rule. The FCA would require a joint re
rules to béf amwwckbadidrerdation before such rules c
above, currently, major rules automatically take

is enacted. “nlahjeo rluiyluld gd e thien essa me de f iimietdi oim atsh ei s
CRA®™The FCA would provide that if a joint resolu
of 70 session days or legislative days (as appli
submits i1its report @y otrheaudwl d st mofonmgpmpaos,e dt hea ¢

The FCA would, however, per mit a -cnealjealhradyafri nanci al
period without congressional approval 1f the Pre
because ionfe natn tihmneat to health or safety or othe
criminal laws, for mnational securi tlnl iokre ttohei mp Il

these vetoes on 110 occasions (4.386).more information, se@RS Report RS2218&egular Vetoes and Pocket
Vetoes: In Briefby Meghan M. Stuessy

“The CRA establishes a unique category of final rule which
major rule as, “any rule that the Adminrs[ORAJofther of the Off
Office of Management and Budget [OMB] finds has resulted in or is likely to resu{fAjpan annual effect on the

economy of $100,000,000 or more; (B) a major increase in costs or prices for consumers, individual industries, Federal,

State or local government agencies, or geographic regions; or (C) significant adverse effects on competition,

employment, investment, productivity, innovation, or on the ability of United Statesd enterprises to compete with

foreign-based enterprises in mestic and export markets. The term does not include any rule promulgated under the

Telecommunications Act of 1996 and the amendments made by
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current CRA, the FCA would allow acompidtttad e vi
the necessary requireme®ts for a final rule o t
Judicial Review of Admi*nistrative Rul emaking
| EEOT UOUOE
The FCA contains a provision that would change h
reviewed. Befberaeditssuswsidgatwbacks of such an ap
discuss the current legal framework in which cou
the law. An administrative agency may generally
by Co d%Ofetsesn., however, congressional delegations
a result, agencies often must construe ambiguous
i mpl ements CdenlgéfFdstsi Sm.pr e nCeh eGvorvorntd WciSn V.. ,Nat ur al
Resources Def g%esnev iGaiuobngeindi ft oerd crooulret s in reviewing
interpret £hevha®snobfecdmwa cornerstone of administr
down more than three demrddfes] laggwe d htalvd msga bdkse no fc i
coufTe€hevtreosnt requires courts to enforce the cl
the absence of Chebkirmshtarru dtys 1gedncefoowildy’se ganty t o
construmctdammi pfowms statiunteen fr ¢ thae'Wgemicsy reasona
assessing the reasonablkepeses adfi onnp ‘wgdbhewing co
consider wheds hpas itthiceomgeamampyorts with &heteverall
in qu¥d%Tthiuven.Chedeoint is generally left to federal
resolve ambiguities mnecessary to interpret and i
Congress.
Alt h€hghwdiodh not direderlayl ifnivioal weei aal fregul ator, c
Chevspoan nciples to statutory intetpPpretations of
165The FCA also would provide that any rule promulgated by a federal financial agency that relaézgitatary
program for a commercial, recreational, or subsistence activity related to hunting, fishing, or camping, or any rule other
than a major rule for which a financial agency for good cause finds that notice and public procedure thereon are
impracti@ble, unnecessary, or contrary to the public interest, will take effect at such time as the agency determines. In
addition, the FCA would exempt monetary policy rules from
166 This section was authored by David Cargen
®L,ouisiana Public Service Commission v. FCC, 476 U.S. 355,
unless and until Congress confers power upon 1t. 7).

168 This report discusses agency interpretations of ambiguous statutes; fort aegaaling court treatment of agency
interpretations of ambiguous regulations, 6&S Report R4320& hevron Deference: Court Treatment of Agency
Interpretations of Ambiguous Statutey Daniel T. Shedend Todd Garvey

169467 U.S. 837 (1984).

170 Stephen G. Breyer et aBDMINISTRATIVE LAW AND REGULATORYPoLicY2 47 (2006 ) ( “In a remarkabl

period,Chevron... may have become the most frequently cited case of all time. As of DecembeCR8@®mnhad
been cited in federal courts nearly 8,000 timéar more than three far better known and much older cases, Brown v.

Board of Education [1,829 cites], Roe wv. Wade [1,801 cites

171 Chevron 467 U.Sat 84243.

172 CRS Report R43203;hevron Deference: Court Treatment of Agency Interpretations of Ambiguous Stautes
Daniel T. Shedd and Todd GarveSee, e.g., Mueller v. Reich, 54 F.3d 438, 442Git. 1995) (suggsting that when a
statute 1s ambiguous *

about all the court can do is determ
objectives of the statute containing the delegation. ”).

173 See, e.gNationsBank of North Carolina v. Variable Annultife Ins. Co., 513 U.S. 25P254(1993)( “hol ding t ha't
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ed that when Congress has del
e agency, a judge must not s ul
question when the agenc¥% has prov
decision,-pdaiht nSmopnrlecymeroeCfoeurrrte de sttoa
applied when a’scouratt uitsorrye vi e wi n
The Court announced

/| OOPEaw(UUUI U
Th€Ehev@ownrt exp
stat otaedhnei ni st r
the statute

In reaching

t h“€ h e vtr vesnt %tpo,
interpretatio

i
i

5 o 3
o ©wn

When a court reviews an agency’s construction of
confronted with two qutions. First, always, is the question whether Congress has directly

spoken to the precise question at issue. If the intent of Congress is clear, that is the end of

the matter; for the court, as well as the agency, must give effect to the unambiguously

expressed intent of Congress. If, however, the court determines Congress has not directly

addressed the precise question at issue, the court does not simply impose its own

construction on the statute, as would be necessary in the absence of an administrative

interpretation. Rather, if the statute is silent or ambiguous with respect to the specific issue,

the question for the court is whether the agenc
construction of the statuté>

I €hev,ha@mpreme Courtralucedavad fev favoring a r
when reviewing an agency interpretation of an an
when Congress enacts an ambiguous statute, it ha
to clheidmbPiguotlyer words, Congress made a consc
specific agency to implement the statutory deleg
reasoned, shoukddeeipeon Ggngraentgingitnhpethgency
statute. Moreover, the Court noted that 1interpre
policy decision on how to 1 mpsl evmeenw, aa gsetnactiuetso rayn
legislators are best s uiotnesd atnod btaol arnecseo lavpep ldiecbaabt
competing, acceptable interfretations of an ambi
Second, according to the Court, agencies have te
acting and are, ther e faoprper,o pirni aat eb eptotleirc yp odseictiisoi no
large and complex regulatory scheme. Courts, on
Chev,rone Court speci fjiudagelsy aarcek nnoowtTacedsgpeedh tt sh aitn t
“may mnotesubhk¢itphtown construction of a statutor:
interpretation made by”"t he administrator of an a
FinalClev@awrt noted that administratiheughencie.
not d-trhercotulggh t he d%¥°Mmbthetgh poovoressare called t

«

OCC”s determination that sale of annuities 1s incidental?”
GlassSteagall Act 816, as amendedec Indus Assoc. v. Bl. of Governorof the FedRe®rveSys, 468 U.S. 207

221(1984)( This interpretation of the Glas¥teagall Act is reasonable, consistent with the plain language of the

statute and its legislative history, and deserves the deference normally accorded thesBosimiction of the banking

laws?” ) .

174 Chevron 467 U.Sat 84344.

175bid at 84243.

6lbidat84344 (noting that when Congress leaves “a gap in a st
the agency to elucidate” that provision).

"hidat 864 (“Such policy arguments are more properly addres
178 |bid at 844, 865.
179 |bid at 86566.
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nces in certain circumstancment tthleeg s houl
has been delegdmed hiso Canmmdvahd mii it s tart d toinv c &
ority to implement its policy judgments
hés ,a pagmnxdctye n s i on rtalt’spochidmi samsdd ceuction of a
is undesirable, theoafhcthbeatlemmeyahawerp
r hand, when a federal court interprets
todtheunnel These @leeawdranfile rjeunsctei faircea tair ogmus:
le with regard to agency enforcement of
worded, and allow expert agemnclies to cra
me nt
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t ¥ ohruys ,i nttheer parreg rameimtn shas been made
iew of administrative interpretation
d ebdy aGongmrtees s and to effectively hol
in how t®Beyy ciommptlreansetn t sfuecdhe raa Ir elcaaw.i b
agency interpretationsoodl gtatutes a
g BAg drepypr dCaheeivar tOanmsnmi ght increase the
enges to agency rtrulemakings, which co
effect, as wdlihgasgs efmdmddomsthe costs
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e FCA woGhhledvspopie ndy of judicial deference to in
sued by the CLEA, Fed, CFTC, FDI C, FHF A, oCccC,
coveseda salgee mibniteer pretations of silent or amb
Chevromé&dould requiredeomew® Etwadmppli gtaative
titohat i1is, review wherein a sounter@ovet¢twsian @
w withoy ¥WOfe neawwicew would require courts to i
ver e ds asgteantcuyt ory aut hority, 'sathesobnhbhedeferrt
terpretation of the 1 aw. (I't shoulbd begmdtded of
hFeCA woul der eegewdireew on not just administrative r

""-"o—'mg""-“._]\
S o®o~zus -
[¢]

180 bid. ( While agencies are not directly accountable to the people, the Chief Executive is, andrélis ent

appropriate for this political branch of the Governirtermake such policy choicegesolving the competing interests

which Congress itself either inadvertently did not resolve, or intentionally left to be resolveddggetioy charged

with the admmistration of the statute in light of everyday realities.

181 See, e.g.The Financial Choice Act Detailed Summarpuse Committee of Financial Services, p. 78, at
http://financialservices.house.gaploadedfiledinancial_choice_act_comprehensive_outline.pdf

B2lhid.See, e. g., Phil signa®dlidy Mairtienance:PThelCase of GBssoa gal 1,  Nove mber
24, 2008 (assessing how judicial defer en eSteagalliActfnayder al fina
have contributed to the financial crisis of the mallate 2000s).

183 See, generallyU.S. Congress, House Committee on the Judiciary, Subcommittee on Regulatory Reform,
Commercial And Antitrust LawH.R.4 76 8, t he f@dSeparation of,1HCongr2 Restoration
sess., May 17, 2016 (written testimony ohd D. Walke ahttps://judiciary.house.gowp-contentiiploads201605/

Walke Testimony.pdf.

1841pid.

5Bl ackods Law@s(PedcOQpnar y
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adeffinatl afgédfwhiabtavpassubject to varying de.og
e ¥ Thcee .FCA would bar “reliynegwWi nogn c[oau]r tgsa pf roorm a mb
law] as a justification either for interpret
asg einnctyer pretationAbnhhohghqtuhet bohl ool hd. not
rts firmtmo tackcdonugnt tshea eraslommvamegt amgletcey hnical e
ject matter, courts would appear to have much
ify agency interpretati®®ibidifpthegd CAmtwworl dn
ect two years after the FCA is enacted.

o5 »® o oo
o £ o0 5T o

Enforcement Powers
|l EEOT O UOE
Another major administrative tool held by the fe

laws within their jurisdictioniss. t rTahtei’swet racgnegnt chy a n
enforcement ffawedr bcyan abmonag ot her things

e the scope o0sf stthaet uatgoernyc yaut hority (e. g., the ty
within its enfpPprcement jurisdiction

e the type of en(feowcgembnpepmivandés penalties,
restitution, and dd szosgeamkbntmaxnmitimeangemicyi
penalties available for certain violations);

e the enf orrecleanteendd resources (e.g., financial, pe
/| OOPEawi( UUUI U

The wwlyidm federal financial regulators exercise
balance between protecting consumers and investo

ensuringbtidamgl dwnancial 1nstiturtkieotnss aanmrde tnhoet cpa
of their products and services for consumers and

ot % r .

1865 U.S.C. 804.

187 For a discussion of the varying judicial standards of review that typically apply to different types of final agency

actionsseet he “Threshold LimitationsChevionDWH atr ¢Inrcte CRJRepott d toino msf Qu
R43203,Chevron Deference: Court Treatment of Agency Interpretations of Ambiguous Stafudesiel T. Shedd

and ToddGarvegy nd t he “ St andar dCRSREporRRA43EhevG00dsCause Exaeption dofNotice

and Comment Rulemaking: Judicial Review of Agency Adtipdared P. Cole

188 Similar legislation K.R. 4768 passed the House on July 12, 2016. The scope of that bill was not limited to the

financial regulators, however.

189 This section was authored by Dadarpenter.
190 This section wa authored by Marc Labonte.

91 For a general discussion of these issgest he “ Ar guments for Consolidating Federa
Regul at ory P oGORSE Repdrt R42678 heiConsumer fFinancial Protection Bureau (CFPB):eal
Analysis by David H. Carpenter
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t wrimgn ReRofvery, and Bnforcement Act of 19809

OYPUDPOOUWPOWOT T ww"
FCA would make a number of changes that woul
rcement eauftehdoerriatli efsi f0hfactihak ampka] atbesFCA wo

the maximum civil penalties that could
Section 8 A Yafn dt hSee cSteicounr i9t5ile(sb )Acotf otfh el 9

also would constrhedetdhl £indadmecieamknte po
the bilbl wantdntepéeéealutbeySECthority to
ncy sgr pteampareanrtill y prohibit individuals
of Tk e chC€ Aat lwseessl tdrsiscute rt.he ability of th
S , as well as the Departmentmefit Justice
Housing Service of the Department of A
w ordregqutirer appavitgetdHor a payment to
1 e #%Add dw rtoi nogndaolsipny@.p o hel FCAo modi fy the w:
ederal financ{Aplp rroepgislaatttidormss, a rach ofvien d e d 1
¥y empawsctement resources at the disposal

192 This section wasuhored by David Carpenter.
193 This section does not discuss every enforcemreated provision of the FCA.

19415 U.S.C. §77H(g).

19512 U.S.C. 81833a(b).

%The SEC’
197 FCA §393(a).

N

current@5SCt&7adiff)i t y is found a
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AppendixA. The Financial CHOI CE Ac
Dod-Hr ank Act

This table provides a brief overview ofoselected
the -Poddk Ac-b stoint lac tbhaesliés6 ftoirt-FeanknA¢tthe Dodd

Table A-1. Selected Changes to the Dodd -Frank Act in the Financial CHOICE Act

Title
Number Subject of Title Selected Changes
| Financial Stability Repeals Office dfinancial Research, SIFI designatimosifies
FSOC authority, fuding, procedures, and structurexemption
from enhanced regulation if 10% leverage ratio
Il Orderly Liquidation Authority Repeals entire title
1l Office of Thrift Supervision No changes
\% Advisers to Hedge Funds Exempts private equity advisérem registration requirements
expands accredited investor definition
\% Insurance Creates new office combining FSOC insurance expert and
Federal Insurance Office
VI Regulation of Depository Repeals Volcker Ruleonbankconcentration limits
Institutions
Wi Derivatives Requires SE€CFTC harmonization of rules; modifies
requirements on swapketween affiliates
Vi Payment, Clearing, and Repeals entire title
Settlement Supervision
IX Investor Protections Repeals SEC reserve fund, certain provisions affecting credi
agencies, various exedtu# compensation requirements;
exempts securities from risk retention rules that are not
residential mortgages
X Bureau of Consumer Financial  Modifies CFPB authority, structure, and funding
Protedion
XI Federal Reserve Repeals FDIC authority to provide emergency guarantees
nar r oveemekgendydending authorit
Xl Access to Mainstream Financial No changes
Institutions
XMl TARP funding No changes
Y Mortgage Reform Modifies mortgage rules, including manufactured housing, pc
and fees, and portfolio lending
XV Miscellaneous Provisions Repeals provisions on conflict minerals, mine safety, and
resource extraction disclosure
XVI Section1256 Contracts No changes

Source: CongressionaResearchService.
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AppendixB.Pr ovisions of the Finan
Act Included in FY2018 Approp

Selected provisions of the Financial CHOICE Act
Services and General GovernmantSehppmberi &t, 1 sl 7A
House Rules Co HmiRt tvwdiét8dosnmebli encetde d ot hle.rR.appr opr i a
335TAhe Financial CHOICE Act prk.vR.s adplass4s@mde bffound
the House on S%TabBalkperro viidd,e s2 0aln7 oversviodwtdafe the
Financial CHOICE AcdHt Rt.hat35wwere included 1in

Table B-1. Provisions of the Financial CHOICE Act in the  Appropriations Omnibus

Topic H.R. 3354 H.R. 10
Repealsuleswhoseauthority is eliminated byhill Section902 Section 2
Repealvarious Financial Stability Agtovisions Section 9G Section 151
BringsFDIC under appropriations Sections 904 Section 361
Brings FHFA under appropriations Section 905 Section 362
Brings OCC under appropriations Section 907 Section 364
Brings nomonetary functions of Fed under appropriation Section 908 Section 365
Issuer dsclosures Section 909 Section 426
Section 31 fees Section 910 Section 416
Investmentfundresearch Section 911 Section 421
Governmentbusiness forunon capital formation Section 912 Section 446
Angel investors Section 913 Sections 45452
Venturecapitalfunds Section 914 Section 471
Manufacturedousing Section 915 Sections 50502
Deposit account termination Section 916 Section 511
FIRREAamendments Section 917 Section 512
Loans held in portfolio Section 918 Section 516
Small bank holding company policy Section 919 Section 526
Communityfinanciainstitution mortgagerelief Section 920 Section 531
Regulations appropriate to busines®dels Section 921 Section 546
Jobs for loan originators Section 922 Section 556
Small business loan data Section 923 Section 561
Dep(_)sitory institution records and disclosure Section 924 Section 576
requirements
Interest rate after loan transfer Section 925 Section 581
CFBP authority and budget changes Sections 92830 Sgctiogs 712,727, 733,

735, 737

198 Available at http://docs.house.gbillsthisweek20170904B1LLS%20-
115HR3354HR3268HR3267HR3280HR3355HR3358HR3362HRE35B11531. pdf.
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Topic H.R. 3354 H.R. 10
Nonresidential risk retention requirements Section 931 Section 82
Prohibition in single ballot requirement Section 932 Section 845
Volcker Rulerepeal Section 933 Section 901
Financiainstitution bankruptcy Title X Section 121123

Source: CRS
Note: The section numbers folH.R. 3354refer to Division D of thathill aspassed by the House

Twonot pblld cy weh@angasxsl uded in both bills in diffe:
repealed the Conflict Miner alsampk oAd#, RwmhdSeas io
3394 o0hibited the use of appropriated funds towar
H. R. c3ohnStdeict s o HA4R,(abh@ pdal ing thes D2bhaGt ment of
Fi duciarty dRouelse ,nobtu cewctaiom ®Hd.rest of S
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